
• Current Telecommunications Environment

1-4 5-24 25-99 100+

!mil J.inU Linu J.J.ou. J.Jn!.l

Aytggt Nu.r gf L1D1s and Trunks ~ U M 12..1 ~

Average Number of Main Line. 3.0 1.5 2.2 6.0 79.8

Average Number of Other Lin.. 11.2 0.8 6.2 36.1 507.0

Average Total Monthly Bill $966 $149 $757 $5,495 $30,305

Average Long Distance Bill $563 $67 $366 $5,247 $13,738

Incldlnce of SptcNlc Telecom prodyctl;

Single line phone/1 MB's 65% 70% 50% 72"10 67%

Centrex 14% 8% 19% 51% 84%
PBX 12"/0 4% 17% 72% 86%
Key SystemlKSU 12"/0 9% 15% 23% 50%
Voice mail 16% 9% 25% 47% 96%
T-1'8 10% 7% 7% 51% 85%
Least Cost Routing 10% 4% 13% 71% 93%
DID Numbers 1% 4% 34%
800 Numbers 24% 18% 30% 65% 94%

Number of locations 2.6 1.3 2.1 3.5 56.2

Telecom Decision-making ljf 2+ 10catloDs)

Centralized 53% 40% 72% 30% 59%
Decentralized 38% 41% 24% 64% 41%

(n=172) (n=26)" (n=61) (n=35)" (n=44)"

Use telecommunications consultaDt 11% 7% 17% 37% 21%

Yellow Pages advertiser 68% 69% 64% 69% 50%

StatipDery re-print cycle;

Every 6 months 8% 5% 17% 6% 8%

Every 6 months - 1 year 17% 12% 28% 28% 7%

Every 1 - 2 years 25% 26% 24% 9% 39%
Every 2 - 3 years 15% 18% 7% 22% 8%

Every 3 years or more 23% 23% 24% 8% 36%

Likely to move iD Dext 2 years 21% 18% 25% 12% 15%

Percent of Business PopulatioD 100% 68% 24% 4% 2%

(unwelghted ") ("=519) (n=206) (n=182) (n=57) (n=58)

• Sma" sample size; use caution when projecting results
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•• Current Telecommunications Environment

Current Long Distance Vendor I

AT&T
56"10

Don't
Know

1"10

MCI
18%

AT&T

Sprint MCI
7%

Sprint

Other

Don't Know

By Number of Employees

SJnIIl Medium LIJ:a

55% 58% 50%

19% 14% 18%

8% 4% 16%

17% 23% 16%

1% 1% 0%

(n=179) (n=170) (n=170)

While AT&T continues to retain the majority of the long distance market (56%), a substantial portion of

businesses (18%) are using smaller (non-Big 3) companies as their primary long distance company.

Additionally, among large businesses (100+ employees), Sprint's share is sUbstantially higher (16%).
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II Current Telecommunications Environment

S8tiBfaction with Current Vendors I
Lgng ptatance CarrlllJl::TotaI

,- Very satisfied

Poe"lc Bell

_ Somewhat SatisfiedI l- Very satisfied - Somewhat Satisfiedl

(Ba_Bu.ine••e. who have Pacific Bell as
"Primary" Local Telephone Provider)

.."" II""

Sprint
(0=42)*

MCI
(0..84)

AT&T
(0..287)

• Small sample size; use caution when projecting results.

20%

0%

40%

60%

80"10

100%

Large
(0=165)

Medium
(0=166)

Small
(0=173)

Total
(0=504)

0%

20%

40%

60%

80%

100%

In considering whether a business will be likely to switch to an alternate local access prOVider, the

satisfaction with current vendors should be considered. While almost three quarters (71%) are "very

satisfied" with Pacific Bell, satisfaction with AT&T (81%) is significantly higher.
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Ii Current Telecommunications Environment

Small
Byainnw

Medium
By.lnnus

Large
BYII"",,,

Changed Main Number 27% 27% 25% 32%

Un RCFlNumber Retention 14% 10% 13% 20%

(n=519) (n=179) (n=l70) (n=170)

Among tbQat who MY BCF...

Will ....y. keep .ervlce 69% 75% 50% 47%

WIll .top nrvlce .fler 1 ye.r 16% 13% 27% 21%

Will .top .ervlce .fler 2 ye.rs or more 11% 6% 23% 30%

(n=72) (n=16)' (n=22)* (n=34)*

• Smell semple size; us. ceutlon when projecting results.

About a quarter (27%) of all businesses had changed their main number at some point in the past and one­

tenth (10%) of all businesses were currently using RCF or a number retention service, suggesting that they

would have less resistance, if any, to switching local service providers. This finding was originally

discovered in the focus groups and reflected a Willingness, among some businesses, to pay to keep their

telephone number.

The majority (69%) of those businesses currently using RCF intended to always use the service to retain

that number. While a greater proportion of large businesses were using RCF (20%), they were less likely

than small business to always keep the service.
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• Impact of Elements on Willingness to Switch Providers

The following section outlines the relative influence of each of the major items that were included in the

conjoint analysis. By holding all but one element constant, the influence of that element can be determined.

For consistency, a probable scenario was selected as the baseline for these comparisons. This scenario is:

a long distance company offering local, toll and long distance services at a 15% discount (on local and toll),

requiring a number change and an announcement for 1 year.

The results show both the percent of byslnesses that are willing to switch under any given scenario as well

as the percent of all lines that would be switched under that scenario. When broken out by type of line

(main, ·other", DID), these percentages are based to businesses who l:lwai that type of line or to the

universe of that type of line. For example, the percent of businesses that would switch "other lines" is

based to the businesses who have "other lines." Similarly, the percent of all "other lines" switched is based

to the universe of all "other lines."

Finally, the results are also broken out by business line size (Le., the.tQtBl number of lines a business has.)
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II Impact of Technological Solutions

Incumbent Long D'stance Company Offers Service for 15% Discount •

60%

500/0

Percent of 40% 36%
Bus......s

~
wI"lngto

30%switch Main 25% 25% 24%

Unes • • •
20%

10%

0%

Announc.....nt Announcem.nt Announcem.nt Announc.ment
Only For 1 Only For 2 Plus Transfer Plus Transfer

Vear Vears For 1 V.ar For 2 Vears

(Percent of Bu.ln..... Scale: 4=75%,3_50%,2-25°"',1=0%)

Number
Portability

Regardless of the technological solution offered (e.g., announcement for one year versus announcement

and transfer for two years), when an incumbent long distance telephone company bundles long distance,

local and toll services at a 15% discount but requires a number change, approximately one-quarter of the

businesses would switch their main lines. However, when offered number portability under the same

scenario, more than one-third (36%) of the businesses would switch their main lines. This finding suggests

that the issue to businesses is the ability to keep their number and, relative to that, the specific type of

number change announcement offered is inconsequential.

* Results for additional discount levels included in Appendix
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II Impact of Technological Solutions

Incumbent Long DIstance Company Offers service for 15% Discount

1-0- 1-4 Linn -e-5-24Un.. -.-25-HUne. -*-100+unnl

60%

50%

Percent of 40%B.........
wIftinIto

.wltchMII'n 30%Une.

20%

10%

0%

.50%
."

J=;'_.~ 44%

.M'"••-:; 36%""lE-----------*--.----.-- -------Y
33%.... •••_--.-.-- -------.. ~ 35%

25%~---- -i --- =W= =
23%

Annou-m
Only For 1

V.r

Announcement
Only For 2

V••,.

Announcemen1
P1uITranlfer

For 1 V.r

Announcement
Plul T,.nI"r
For 2 V.,.

Number

Pol1IIblllty

(Percent of Bu.ln••••• Sca'.: 4=75%, 30r50%, 2-25%,1.0%)

When analyzing the impact of technological solutions by line size, similar conclusions can be made. Within

each segment, the percent of businesses that would switch their main lines remains relatively the same,

regardless of the technological solution offered to mitigate the impact of a number change.

However, once number portability is offered, there are increases for each business category in the amount

of businesses willing to switch main lines. When comparing business categories, number portability

appears to have the greatest impact on businesses with 25-99 lines, with half (50%) willing to switch if they

can keep their number (an increase of +17 over an announcement for 1 year). On the other hand. the

largest businesses (100+ lines) are the least impacted by number portability (36% to 44%). Additionally, as

will be seen throughout this report, larger businesses tend to be more likely to switch in general.
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=.= Impact of Technological Solutions

IIncumbent Long DIsWtce ComPllny offers ServIce for 15% Dt8count * i
Announcement Announcement

Announcement Announcement WIth Transfer With Transfer Number
Only For 1 YMr QnlyFor2VUrJ For 1 Yur For2YUrJ portability

Percent of Buslnes... willing to switch:
(Bued to unlverle o' buIIMl..I wtth lpecIflc line type)

Main Lines.................................25% 25% 24% 25% 36%

Other Lines................................27% 27"10 27% 28% 37"10

DID Numbers.......•...••.•..•........•••36% 36% 35% 36% 44%

Percent of all lines that would be switched:
(Bued to unlverle or 1IM1)

Main Lines...............................14% 14% 14% 14% 30%

Other Lines..............................21% 23% 19% 21% 29%

DID Numbers............................9% 9% 9% 9% 25%

(Percent o' BUllne••e. Selle: 4=75%,3=50%.2..25%,1=0%)

If an incumbent long distance company were to offer long distance, local and toll services at a 15%

discount. 14% of all main lines would be switched if a business had to change its number. However, with

number portability, 30% of all main lines would be switched.

As expected, when a number change occurs. a greater percent of "other lines" will be switched compared

to main lines (e.g. 21% versus 14% for announcement for 1 year). However. with number portability. this

difference disappears (29% versus 30%). Additionally, "other" lines are more typically used for outbound

traffic while main lines are reserved for inbound calls. Therefore. while about the same percent of "other"

lines (29%) and main lines (30%) would be switched if number portability was available. the actual amount

of usage revenue Pacific Bell would lose may be SUbstantially different.

Under this same scenario, it appears that there is a higher Willingness (36%) to switch DID numbers even if

the phone numbers change. However only 9% of all DID numbers would be switched. If number portability

was available. 44% of the business respondents would switch their DID numbers, affecting one-quarter

(25%) of all DID numbers.

• Results for additional discount levels included in Appendix
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Ii Impact of Technological Solutions

IIncumbent Long Distance CompIny 0"" service for 15% Discount * I

Percent of BuaIneua willing to awltch:
(hRd to unlwrH ofbu.l_with .pecIflc line type)

MainUnes .

OlherUnes .

Percent of 81111".. .hIIt would bt awltched:
(Baed to unlftrH of line type)

Main Unes .

Other Lines .

25% 23% 33% 36%

26% 27% 42% 41%

16% 13% 26% 6%

13% 20% 20% 20%

Numbtr 0' Un.

35% 36% 50% 44%

35% 38% 55% 48%

27% 23% 53% 20%

18% 27% 32% 27"10

(Percent 0' lu.lne.... Scale: 4-75%,3-50%,2-25%, 1aO%)
(Note: Data 'or DID Number. are not .hown as the sample .Izes within segments are too small 'or analy.ls).

If an incumbent long distance company offered local, toll and long distance services at a 15% discount, with

an announcement for 1 year, approximately one-third of businesses with 25 or more lines (33%-36%) would

be willing to switch their main lines compared to only a quarter (23%-25%) of smaller businesses (under 25

lines). Businesses with 25 or more lines would also be more Willing than smaller businesses to switch their

"other" lines (42% versus 26%).

While the amount of large businesses (100+ lines) willing to switch their main line without number portability

is relatively high (36%), the actual change by adding number portability is +8, slightly less than the increase

of +11 for all businesses. It would seem that number portability in itself has less incremental influence on a

larger business' willingness to switch.

• Results for additional discount levels included in Appendix
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iI Impact of "Brand" and Service Bundling

Carrier offers 15% Discount and Announcement Only for 1 Year *

50%

40%
P.-centof

Bu.I......
willing to 30%

.witch Main
Lines

20%

10%

2~%

• 21%

•
25%...

O%+-------~f__------_+-------_+_------~
Ano~.r Ano~.

T.lecommunlcations Telecommunications
Company Comp8ny

Off.rs Loc818nd Off.rs LOC81, Toll,
Toll Only Long Distanc.

(Pltl'Cent of Busl".•••• Scale: 4..75%, 3-50%, 2-25%, 1.0%)

Current Long Distance
Comp8ny

0ffMs LoC81, Toll,
Long Dlstanc.

The brand of the local access provider and service bundling have relatively low impact on a business'

Willingness to switch relative to other elements (such as price or impact on number), suggesting that most

potential alternative providers will have an equal baseline to start from. For example, in the scenario shown

above, there is only a variance of 4% between the three brand/service bundling alternatives.

If, under this scenario, another telecommunications company was to offer local and toll services~, one­

quarter (24%) of businesses would switch their main lines. However, if another telecommunications

company was to bundle local, toll and long distance services, the percent of businesses willing to switch is

slightly less (21%). This data supports a finding from the qualitative phase that some businesses do not

want all their telecommunications services with a lesser known brand, as it may present a risk (Le., put all

their eggs in one basket).

However, with an incumbent long distance company, the risk of bundling services appears to be mitigated

(25% of businesses are willing to switch under this scenario).

• Results for additional discount levels included in Appendix
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• Impact of "Brand" and Service Bundling

Camer offers 15% Discount and Announcement Only for 1 Year

1-0- 1-4 Unes -e-5-24 Woes -.- 25-99 Woes -~- 100+ Woes I
50%

40%
_~ 31%

32% w. ------:-_ 33%..---------~".- .....­
~% ._--~-._._--~.-.-.-

Penlentof........
wiling to

.wltchMIIln
LIn.

30%

20%

10%

24%

20%
~---- ------------0----

25%
23%

0% +-------I--------+-------f--------l

Off.... Local 8nd
Toll Only

Anoth8r Current Long D18t8nce
Telecommunication. Company

Comp!nx
em.... Local, Toll, Off.", Local, Toll,

Long Dl8t8nce Long D1.tence

(P.rcant of Bu.in..... Scale: 4..75%,3=50%,20:25%. 1=0%)

When analyzing the relative impact of brand and service bundling on businesses of varying size, the effects

of these elements appear to be quite similar. In each category, businesses appear to be slightly more

reticent, when considering an unfamiliar telecommunications provider, to bundle gil telecommunications

services versus just local and toll services.

However, if the incumbent long distance company was to offer local, toll and long distance services,

businesses in each category show slightly more Willingness to switch.
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·11 Impact of "Brand" and Service Bundling

ICerrier otters 15% Dl8count and Announcement Only for 1 Year *1

Another Telecommunications Another Telecommunications Current Long Distance
Company Offers Company Offers Company Offers

!.ocI1 'nd roll Only !.ocI1. roll. Lp !.ocI1. roll. LD

Percent of Bu.lne.... willing to .wltch:
(BaHd to unl~ of busl.._)

Main Llnes 24%

Other Lines 26%

DID Numbers 35%

Percent of all lines th.t would be switched:
(Band to universe of line.)

Main Lines 13%

Other Lines 20%

DID Numbers B'Yo

(Percent of Businesses Scale: 4=75%. 3=50%, 2=25%. 1=0%)

21%

24%

33%

11%

16%

7"/0

25%

27"10

36%

14%

21%

9%

The brand of service provider and the services bundled have relatively low impact on a business'

willingness to switch, regardless of line type.

Again, if an unknown telecommunications company offers all telecommunications services, businesses are

generally less inclined to switch lines. In fact. only 11 % of main lines and 16% of "other" lines would be

switched to the unknown telecommunications company.

• Results for additional discount levels included in Appendix
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• Impact of "Brand" and service Bundling

Icarrier offers 15% Diacount Ind Announcement Only for 1 Year *1

Hymbtr gf Una H....Of UnII Humlw of unu
1:! 5::H 2I:Il 1.Qh 1:! i:H 2I:Il 1lIa:t 1:! i:H 2HI 1.Qh

Pereent of • ...,..... willing to IwItch:
(e-ct to unlw,.. of bu-'ne_. with .pecIfIc One tv1Ml

Main Unes.............................................. 24% 20% 31% 32% 21% 18% 29"10 31% 25% 23% 33% 36%

Other Lines............................................. 25% 24% 39% 38% 23% 23% 37% 37% 26% 27% 42% 41%

Percent of eI' Unee that would be IwItched:
(lIMed to unlw,.. of Unesl

Main Unes.............................................. 16% 10% 27% 6% 14% 9% 25% 4% 16% 13% 26% 6%

Other Unes............................................ 13% 15% 21% 19% 12% 16% 16% 15% 13% 20% 20% 20%

(Pen:ent of Bualne.... SCa": 4=75%,31150%,2&25%,1.0%)

(Note: Data for DID Numbera are not ahown a. the .amp" alna within ..gmenta are too .mall for analyala).

Across business sizes, the impact of brand and service bundling does not vary much. In all cases, another

telecommunications company offering local, toll and long distance results in slightly fewer businesses being

Willing to switch than if the incumbent long distance carrier makes the same offer.

• Results for additional discount levels included in Appendix
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• Impact of Discounts

Incumbent Long DI_nee Company with Announcement Only For 1 Ve.

50%

40%
34%

P_centof 30%
Buslnes...

willing to
switch Main

20%Line.

10%

0%

same
Price

5%
Le8s

15%
Le8.

25%
Lea.

........----- Discount Level------..~~
(Pwcent ... thlln local telephone company)

(Percent of Bu.ln..... seale: "'75%, 3dO%, 2a25%, 1.0%)
(Note: Measure. for 10% Les. and 20% Le•• _relnterpolsted from dltl collected).

Compared to all other elements tested, discount on local and toll services has a higher impact on a

business' willingness to switch. As the discount increases from 0% to 25%, the percent of businesses

willing to switch increases by 24 points (if offered by a long distance company with a number change

requirement). Even with a number change and no discount, there is a segment of business customers

(10%) who are likely to switch from their current local telephone provider to their long distance provider.

In addition, without number portability, one-third (34%) of all businesses would be willing to switch their

main lines if offered a 25% discount by their long distance provider.
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• Impact of Discounts

Incumbent Long Distance Company with Announcement Only For 1 Year

70%

60%

P..,.,t01 50%

Bus......s
w1Ulngto 40%

switch Main
Lines 30%

20%

10%
12%
10%
7%

0%

_,..)( 51%.',­_.
__ ,_•• ...x- _--II 40%

,~-' _-----.'---' 34%
__.........oc:::.-...~_. ... .... ."".-- 31%-r: .'---" ,-..-- ..~ -.,..-,. .-... ",- -,-

,"
-:: ... ;;-.'

25%
Less

15%
Less

5%
Less

Same
Price

4 Discount Level
(Percent I... thlin loce' telephone compeny)

(percent of Bu.ln..... See": 4.75%, 3a50%, 2-25%, 1..0%)

(Note: Mea.ur•• for 10% Le•• end 20% Le•• were Interpolated from dete collected).

The impact of discounts is greater among larger businesses. While fewer businesses with more than 100

lines (only 7%) would switch their main lines to an incumbent long distance company if the cost was the

same as it is now, more than half (51%) would switch if the discount was 25% off their current costs, even

with an announcement for 1 year.

Meanwhile, it appears that businesses with 25-99 lines are more susceptible to switch if even a small

discount is included in the offer. While only 10% of businesses within this category would switch if the cost

was at parity with their local telephone company, almost one-quarter (23%) would switch to receive a 5%

discount.
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• Impact of Discounts

IIncumbent Lang DlstJlnCe Company with Announcement Only For 1 Vear I
Discount Level

"me price 5%!.tI, 15% LtIs 25%Lu,

Percent of Bualne..., willing to switch:
(BeucI to un!verae of bu.l...... with .paclflc line type)

Main Unes...................•........•...............10%

Other Lines 11%

DID Numbers 7'Yo

Percent of all lin•• that would be .wltched:
(B... to unlverl. of linea)

Main Lines .2%

Other Lines 7-k

DID Numbers 20k

(Percent of Businelses Selle: 4=75%.3=50%,2=25%,1..0%)

8%

11%

4%

25'Yo

27%

36%

14%

21%

9%

34%

37%

43%

27%

46%

13%

When evaluating the effects of discount incentives on the willingness to switch different line types, the

Willingness to switch main lines and ·other" lines increases linearly in response to discount increases.

However, DID numbers are particularly affected by discount increases. While only 7% of businesses would

switch DID numbers at parity, almost one-fifth (19%) would switch for a 5% discount.

While it appears that discounts have similar impacts on the number of businesses willing to switch main

lines and "other" lines, there were substantial differences in the proportion of main and "other" lines that

would be switched under each scenario. "Other" lines, which are typically used for outbound traffic, appear

to be more vulnerable than main lines to discounts. In fact, if a 25% discount were offered and a number

change required, nearly one-half (46%) of all "other" lines would be switched. As "other" lines make up

approximately three-fourths of the total lines, Pacific Bell would lose a substantial portion of its business

under this scenario.
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•

Impact of Discounts•

IIncumbent Long DI8tIlnce Company with Announcement Only For 1 Vear I
Discount Level

NIIDbIr of Un. NumIMr of UPM NumJwofUnn NwpblrgfU...

1::f &:H 2i::Ii .1SllI:t 1::f &:H 2i:Ii .1SllI:t 1::f &:H 2I:Il .1SllI:t 1::f W. 2I:lIi .1SllI:t

Pwaent 01 B....""... willing to _Itch:
(8MIdto UIIiwfw of bualM_
with ","lfIe HM type)

Main Unes........ 10% 12% 100/0 7"10 15% 15% 23% 15% 25% 23% 33% 36% 34% 31% 400/0 51%

Other Unes.......100/0 13% 12% 8"10 15% 18% 27% 16% 26% 27% 42% 41% 36% 37"10 49% 56%

Pwaent of all II,," that would be IWltched:
(88Mdto unl_ of II...)

Main Lines.........3"1o 5% 1% 1% 8°'" 6% 24% 3% 16% 13% 26"10 6% 25% 19% 32% 22%

Other Lines........2% 7% 3% 7% 6% 13% 13% 10% 13% 200/0 20% 20% 19% 27% 44% 46%

(P.rc.nt of Bu.lne•••• Scale: 4=75%,30050%,20=25%,1..0%)

(Not.: Data for DID Numbert are not .hown IS the IImple .Iz•• within aegment. are too Imall for anllysi.).

When analyzing the effects of discounting strategies on line type by business category, it appears that

businesses with 25-99 lines are particularly susceptible to even a small discount. At parity, only 10% of

these businesses would switch their main lines and 12% would switch their "other" lines, having a negligible

affect on the actual lines switched. However, when offered a only 5% discount, the percent of these

businesses Willing to switch their main lines (23%) and "other" lines (27%) more than doubles.

Among businesses with 100 or more lines, the percent of businesses willing to switch doubles with 5% and

15% discounts. Further, the potential business loss for Pacific Bell would be substantial if a 25% discount

were offered, as more than half of these businesses would switch their main lines and "other" lines. And

while 22% of all main lines in this segment would be switched, almost one-half (46%) of this segment's

"other" lines would be switched.
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Ii Impact of Discounts

Incumbent Long Distance Company with Number Portability

50"10
45%

40"10

Percent of 30"10...........
wlHlngto

swttch Main
20"10Lines

10"10

0"10

Ssme
Price

5"10
Less

15"10
Less

25%
Less

........----- Discount Level------...~
(Percent .... th8n 10ClI1 telephon. compeny)

(~l'Cent of Bu.ln..... Scel.: 4_75%, 3..sll%, 2-25%, 1-0%)

(Not.: M...ur•• for 10% L... end 20% L... _re Int.rpoleted from date collected).

If number portability is enacted, and local, toll and long distance services are offered by the incumbent long

distance company, one-fifth (21 %) of businesses would switch their main lines without any discount.

The opportunity for alternate providers to gain substantial share by manipulating pricing is substantial, as

the percent of businesses willing to switch their main lines increases to almost one-half (45%) if offered a

25% discount under this scenario.
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Ii Impact of Discounts

Incumbent Long Dlatance Company with Number Portablli

70%

60%

Percent of 50"10
Bu........

wHHngto
.witch Main 40"10

Lin••
30"10

20%

10"10

...._~5t%___-"•.r--:':'--- 55'%
......... -----..:._,...fIIIlt ........ ....

_ ... ---- ~ •• - 44'%-- .......----- ..,._..~~----, .....,.,.......

0"10+-----+-----+-----+-----+------1----0+-------.

s.m. 5%
Price Leas...4_-----

15%
Less

25%
______.....L••s

Discount Level
(Percent leu then local telephone company)

(percent of Bu.ln..... Scale: 4-75'%,3-&0'%,2-25'%, 1=0'%)

(Note: M...ure. for 10'% L... and 20'% Le.. were Interpolated from d8t8 coIlBCted).

With number portability, Pacific Bell stands to lose a substantial proportion of customers, especially among

medium and large businesses.

Six out of ten businesses with 100 or more lines (59%) would be willing to switch if offered a 25% discount.

Compared to a 25% discount and no number portability (see page 45), only 8% more large businesses are

willing to switch if they don't have to change their number. Even with no discount the potential to lose about

one quarter of all businesses exists with number portability.
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Ii Impact of Discounts

IIncumbent Long Diat8nc. eomp.ny with Number PortIIbIlIty I
Dtscount Lev.1

SImt prlc,

Percent of Busl"'.... willing to switch:
(Iued to unl".,.. of buaI...... with .pec"lc line type)

Main Unes........•.........•..........•..............21%

Other Unes 2O%

DID Numbers 16%

Percent of alliin.. that would be switched:
(Baed to unIve of linea)

Main Lines l1"1o

Other Lines 9%

DID Numbers 10%

(Percent 0' Bu.ln..... Scst.: 4=75%,3-50%,2=25%,1..0%)

5% Less

26%

26%

27%

19"10

16"10

15"10

15% Lus

36%

37%

44%

30%

29%

25%

25% leIS

45%

46%

51%

48"10

56"10

31%

Unlike a scenario when a number change is required, under number portability, the percent of "other" lines

that would be switched is about the same as the percent of main lines that would be switched (or greater

with a large enough discount).

Similarly, in previous scenarios where number portability was unavailable, there was a greater resistance to

changing DID numbers. However, with number portability, this resistance declines. For 15% less, one­

quarter (25%) of all DID numbers would be affected, compared to 9% if a number change is required.

At worst case, with number portability and a 25% discount, almost half of all businesses would be willing to

switch their main lines (45%) and "other" lines (46%), while one-half (51%) would switch DID numbers. If

this occurred, Pacific Bell could expect to lose 48% of all main lines, 56% of all "other" lines, and 31 % of all

DID numbers.
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• Impact of Discounts

IIncumbent Long DI8tm1ce COmp8nY with Number PortabIlity I
Discount Level

NymlwplUQU Nymbtr pI LInu Nymbtr pf LInu NymbIr pf Linn

:H i:H 2I:Ii :!at :H 5::2! 25:11 1.lIll± :H 5::2! 25:Il :!at :H H! 25:Il 1.lIll±

Percent of Bual__ wiDing to .wltch:
(.... to unlvwrM of bu.lneln.
with apeclflc line type)

Main Lines........20% 24% 26% 14% 25% 27% 39""- 23% 35% 36% 50% 44% 44% 44% 55% 59%

Other Unes•.••..•18% 23% 25% 14% 24% 28% 40% 23% 35% 38% 55% 48% 44% 47% 61% 62%

Percent of 811 'I~ that
would be .wltched:

(Billed to unl.,.,.. of line.)

Main Unes.•......9% 11% 13% 8% 15% 14% 44% 12% 27% 22% 53% 20% 37% 31% 58% 43%

Other Lines.......6% 12% 7"/0 9% 9% 18% 19"/0 14% 19% 27% 32% 27% 25% 34% 54% 55%

(Percent of Buslnnles Scale: 4=75%. 3.sG%. 2-25%. 1.0%)

(Note: Data for DID Numbers .re not shown as the sample slz.s within segments .,. too sm.lllor analysis).

If number portability was available, it appears that small and medium business customers (under 100 lines)

are more vulnerable to switching in a parity pricing situation (from 20% to 26% will switch main lines).

However, fewer large businesses (with 100 or more lines) will switch without a discount (14%).
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II Trade-off Between Service Discount and Number Portability

Incumbent Long Distanc. Company offers
Local, ToIl.net Long Dlat8nc. service

50"10
45% r-------__INumber Portability I

Announcement
only for 1 yeer

25%

-----.-..........-­.......---............_..._....
...~",.,.

...-.......
21%

/-
0"lo+----_+-----'�__----+-~--_+---.........1__---_+_---_1

10"10

20"10

40"10
Pweentof

8 ........s
wHHngto 30"10

switch Main
Lines

same
Price

5"10
Less

15%
Less

25%
Less

.......------Discount Level ------.....~
(P.rc.nt les. thin loca' telephone company)

(P.rc.nt of Bu.tn..... Scate: 4=75%.3-50%.2=25%.1=0%)

(Note: Mea.ure. for 10% L... and 20% Less _re interpolated from data collected).

The value of a main line incumbent number is equivalent to apprOXimately a 12% discount on local and toll

telephone services. In a parity situation (same price. number portability), one-fifth (21%) of all businesses

would be willing to switch main lines. To gamer the same proportion if number portability is D.Q1 available.

incumbent long distance providers will need to offer local and toll service for approximately 12% less than

Pacific Bell.
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• Trade-off B8tween service Discount and Number Portability

Another Telecommunications Company offers
Local, Toll MId Long Dist8nce service

500/0

40"10
P..-centof

S...........
wlHlngto 30"10

switch Matn
Lines

20"10 17%

10"10

0"10

41% INumber Portability__a

-­.--32% _-
• _ - -- 30% Announcement

_-- only for 1 yHr--- ----""'" --.....---­,-

same
Price

5"10
Le••

15%
Less

25%
Les.

....4_----- DtacountLeY8I------.~
(Percent .... than locel telephone compeny)

(Percent of Bu.ln.... SeIIle: 4-75%,3-50%,2-25%,1..0%)
(Note: Meuur.. for 10% Le.. end 20% L... _re Interpoleted from de collected).

Regardless of the "brand" of the company, approximately the same discount (11%-12%) is required to

overcome the lack of number portability.
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Ii Trade-off Between Service Discount and Number Portability

Another Telecommunications Company offers
Local and Toll service Only

25%
Less

15%
Les.

5%
Less

43% INumber Portability I.........._----_.......-
35% , .....-'-
._... -.... 33% Announcement

........... only for 1 year
25% ....--_........

50%

40%
Percent of

Bua.......
wiRing to 30%

swttch Main
Line. 20%

20%

10%

0%

same
Price

•
(Percent of Bu.ln..... Scale: 4=75%,3=50%, 20025%. 1~%)

(Not.: M.aaur•• for 10% Le•• and 20% L••• w.re Int.rpolated from data collected).

Even if bundled services are not available, a 12% discount on local and toll services offered by another

telecommunications provider with a number change will provide an eqUivalent potential market as offering

no discount with number portability.
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II Value of Number Portability by Business Characteristics

Incumbent Long Distance Company Offers
Service for 15% Discount *

Percent of Businesses Willing to Switch Main Lines

By.ln... Size (by nymber of employees)

• Small (1 - 9) (n=179182%)

• Medium (10 - 99) (n=170/16%)

• Large (100 +) (n=170I2%)

Announcement Number
for 1 year portability Chlnge

25% 36% +11

22% 35% +13

22% 38% +16

Number of Locations lin California)

• One (n=338184%) 25% 36% +11

• Two or more (n=181/16%) 26% 36% +10

Centralized Decision Making <if 2+ locations)

• Ves (n=99/53%) 28% 38% +10

• No (n=60/47%) 22% 33% +11

To answer the objective of which types of businesses will be most impacted by having to switch their

telephone numbers, the proportion of businesses that would be willing to switch main lines with and without

number portability (with all other elements held constant) was evaluated among businesses with different

characteristics.

Looking at business size by number of employees, large businesses (100 or more employees) are more

impacted by the availability of number portability than smaller business (+16 versus +13 or +11). However,

this segment makes up only 2% of the overall business market.

The number of locations and decision-making practices do not have an impact on the value of keeping a

telephone number.

• Results for additional discount levels included in Appendix
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